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in England on terms to compete with the new world, except on
the basis of wages which were shamefully low. Even then
most farming was at a loss. This was politically undesirable,
as it led to a complete lack of balance between town and
country; it was militarily dangerous, because in the event of war
it would strain our sea communications and thus weaken our
fighting strength. We should inevitably find ourselves, in the
event of war with a first-class naval power, in the position of
Philip II in the sixteenth century, when the Spanish economy
depended on keeping intact Spain's communications with the
Americas and also with Holland, a task which fortunately for
England, but fatally for Spain, deprived Philip II of the power
of offensive action at sea and left the strategic initiative to
Elizabeth. Chamberlain's case for the protection of the home
market in manufactured goods was less clear and was spoilt by
being represented by enthusiasts as a panacea for high wages
and boundless prosperity. This it could never be to a country
as dependent on export trade and imported food as England
was, even in 1903. It must always be the sole condition of our
survival that we can manufacture goods for export at competitive
prices. A protective tariff, wisely and selectively applied, need
not make this task impossible, but it cannot make it easier, and,
if injudiciously applied, may easily make it much more difficult.
The problem that presented itself to both political parties was
that real wages, for the first time for two generations, were
falling and looked like falling further, yet the keenness of
competition in the export market, which was a luxurious extra
to Germany and Japan but a matter of life and death to us,
made it impossible to raise the price of our manufactures. The
Liberal solution, described as social reform, was, in effect, the
subsidization of wages by higher taxation falling on investment
income and on capital (in the form of death duties). For this
policy Sir Henry Campbell Bannerman and Mr. Asquith, who
succeeded to the premiership in 1908, received an over-
whelming mandate at the, 1906 election. There was to be no
protection of British agriculture for a quarter of a century.
Instead, at the eleventh hour the Free Trade system was to pay
a dividend. Old age pensions were granted^ subsidies to wages
under the delusive name of social insurance became part of our